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SOCIAL SECURITY ADMINISTRATION SERVICE
DELIVERY BUDGET PLAN

THURSDAY, JULY 24, 2003

U.S. HOUSE OF REPRESENTATIVES,
COMMITTEE ON WAYS AND MEANS,
SUBCOMMITTEE ON SOCIAL SECURITY,
Washington, DC.

The Subcommittee met, pursuant to notice, at 10:00 a.m., in
room B-318, Rayburn House Office Building, Hon. E. Clay Shaw,
Jr. (Chairman of the Subcommittee) presiding.

[The advisory announcing the hearing follows:]

ADVISORY

FROM THE COMMITTEE ON WAYS AND MEANS
SUBCOMMITTEE ON SOCIAL SECURITY

FOR IMMEDIATE RELEASE CONTACT: (202) 225-9263
July 17, 2003
SS4

Hearing on Social Security Administration
Service Delivery Budget Plan

Congressman E. Clay Shaw, Jr. (R-FL), Chairman, Subcommittee on Social Secu-
rity of the Committee on Ways and Means, today announced that the Subcommittee
will hold a hearing on the Social Security Administration’s (SSA) Service Delivery
Budget Plan. The hearing will take place on Thursday, July 24, 2003, in room
B-318 of the Rayburn House Office Building, beginning at 10:00 a.m.

Oral testimony at this hearing will be from invited witnesses only. Also, any indi-
vidual or organization not scheduled for an oral appearance may submit a written
statement for consideration by the Committee or for inclusion in the printed record
of the hearing.

BACKGROUND:

The SSA Service Delivery Budget Plan is a 5-year plan submitted to the Office
of Management and Budget with the Agency’s fiscal year 2004 request. Integrated
with the 5-year Strategic Plan, the plan provides a comprehensive framework to ad-
dress the challenges facing the Agency, and improve public service. For fiscal year
2004, the President’s Budget requests $8.5 billion for administrative expenses of the
SSA, an increase of 8.2 percent from last year. These funds will be used to deliver

o))



2

almost $525 billion in benefits for the following programs: Old-Age and Survivors
Insurance, Disability Insurance (DI), and Supplemental Security Income (SSI).

The Service Delivery Budget Plan calls for the SSA’s 63,000 employees nationwide
to continue to provide a high level of service to Americans by paying benefits to
more than 50 million people each month, processing more than 5 million claims for
benefits, issuing 16 million new and replacement Social Security cards, posting 265
million earnings items to workers’ earnings records, and handling 54 million phone
calls. These core workloads continue to grow each year and will increase signifi-
cantly with the aging of the baby boom generation.

In addition to keeping up with growing core workloads, the Agency faces several
other major challenges including:

Improving the DI and SSI Disability Claims Process. These programs face
tremendous backlogs to the point where the SSA estimates that individuals who
pursue their disability claim through all levels of Agency appeal wait an aver-
age of 1,153 days for a final decision. The Service Delivery Budget Plan aims
to eliminate backlogs altogether and also includes the Commissioner’s plans to
move to an electronic disability folder. Use of an electronic folder would help
to reduce backlogs by eliminating time spent locating, mailing, and organizing
paper folders as a disability case moves through the system. In addition, the
Service Delivery Budget Plan calls for the Commissioner to provide additional
recommendations this year to improve the timeliness and accuracy of the dis-
ability process.

Furthering Implementation of the Ticket to Work Program. The Service
Delivery Budget Plan supports activities authorized by the Ticket to Work and
Work Incentives Improvement Act of 1999 (P.L. 106-170) with the goal of in-
creasing the number of persons with disabilities who work.

Improving Payment Accuracy. The Service Delivery Budget Plan reaffirms
the SSA’s commitment to protecting the integrity of the trust funds and the
general fund by avoiding erroneous payments, combating fraud, and seeking ef-
ficiencies. The President’s Budget request supports this commitment by ear-
marking not less than $1.4 billion for continuing disability reviews and overpay-
ment actions.

Combating Social Security Number Misuse. The Service Delivery Budget
Plan provides for the strengthening of enumeration policy and procedures to
prevent those with criminal intent from obtaining and using Social Security
numbers and cards.

In announcing the hearing, Chairman Shaw stated, “Each payday, America’s
workers send a portion of their hard-earned wages to Social Security. In return,
they are promised income protection for themselves and their families in the event
of retirement, disability, or death. Workers rightly expect and deserve a responsive
SSA. This hearing will highlight the amount of investment needed to effectively run
the Agency and expected returns.”

FOCUS OF THE HEARING:

The Subcommittee will examine the key challenges facing the SSA, and how the
Agency’s Service Delivery Budget Plan addresses those challenges.

DETAILS FOR SUBMISSION OF WRITTEN COMMENTS:

Please Note: Due to the change in House mail policy, any person or organization
wishing to submit a written statement for the printed record of the hearing should
send it electronically to hearingclerks.waysandmeans@mail.house.gov, along with a
fax copy to (202) 225-2610, by the close of business, Thursday, August 7, 2003.
Those filing written statements who wish to have their statements distributed to
the press and interested public at the hearing should deliver their 200 copies to the
Subcommittee on Social Security in room B-316 Rayburn House Office Building, in
an open and searchable package 48 hours before the hearing. The U.S. Capitol Po-
lice will refuse sealed-packaged deliveries to all House Office Buildings.



FORMATTING REQUIREMENTS:

Each statement presented for printing to the Committee by a witness, any written statement
or exhibit submitted for the printed record or any written comments in response to a request
for written comments must conform to the guidelines listed below. Any statement or exhibit not
in compliance with these guidelines will not be printed, but will be maintained in the Committee
files for review and use by the Committee.

1. Due to the change in House mail policy, all statements and any accompanying exhibits for
printing must be submitted electronically to hearingclerks.waysandmeans@mail.house.gov, along
with a fax copy to (202) 225-2610, in WordPerfect or MS Word format and MUST NOT exceed
a total of 10 pages including attachments. Witnesses are advised that the Committee will rely
on electronic submissions for printing the official hearing record.

2. Copies of whole documents submitted as exhibit material will not be accepted for printing.
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material
not meeting these specifications will be maintained in the Committee files for review and use
by the Committee.

3. Any statements must include a list of all clients, persons, or organizations on whose behalf
the witness appears. A supplemental sheet must accompany each statement listing the name,
company, address, telephone and fax numbers of each witness.

Note: All Committee advisories and news releases are available on the World
Wide Web at http://waysandmeans.house.gov.

The Committee seeks to make its facilities accessible to persons with disabilities.
If you are in need of special accommodations, please call 202—-225-1721 or 202—-226—
3411 TTD/TTY in advance of the event (four business days notice is requested).
Questions with regard to special accommodation needs in general (including avail-
ability of Committee materials in alternative formats) may be directed to the Com-
mittee as noted above.

Chairman SHAW. Good morning. We're in good moods today,
having been up until about 3:00 a.m. this morning, so be patient
with all of us. Today our Subcommittee welcomes once again the
Commissioner of Social Security, Jo Anne Barnhart, to review the
agency’s Service Delivery Budget Plan. This plan is a welcomed re-
sult of the Commissioner’s comprehensive review of the Social Se-
curity Administration (SSA). The 5-year Service Delivery Budget
Plan was submitted to the Office of Management and Budget
(OMB) with the agency’s fiscal year 2004 budget request. Inte-
grated with the 5-year strategic plan, the Service Delivery Budget
Plan provides a framework to address the challenges facing the
SSA and to improve public service. In fiscal year 2004, the agency
expects to process more than 5 million claims for benefits, issue 16
million new and replacement Social Security cards, process 265
million earnings items for workers’ earnings records, answer 54
million telephone calls, and pay monthly benefits to more than 50
million people. You did volunteer for this job, didn’t you? To date,
the 77,000 employees of the SSA and State disability determination
services have worked to process these growing workloads expedi-
tiously and with care. The agency’s continued commitment to pro-
viding a high level of service is evidenced through the Service De-
livery Budget Plan. Social Security’s disability programs pose a
great challenge. Backlogs have reached the point where individuals
who pursue their disability claims through all level of agency ap-
peal wait for their final decision an average of 1,153 days. That is
over 3 years. We all agree, this is quite unacceptable.
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As summarized in this Service Delivery Budget Plan, the Com-
missioner plans to improve service provided to individuals with dis-
abilities by eliminating the backlog at all initial and appeals levels
by the end of fiscal year 2008. This will reduce the average proc-
essing time from the said 1,153 days to about 700 days for individ-
uals going through all appellate levels. A key to achieving these
goals is the Accelerated Electronic Disability (AeDib) Initiative
which moves the agency from a paper folder to an electronic dis-
ability folder by as early as January 2004. Other challenges ad-
dressed in the Service Delivery Budget Plan include improving pro-
gram stewardship by eliminating billions of dollars in erroneous
program payments, strengthening the integrity of the Social Secu-
rity Number, and continued implementation of the Ticket to Work
Program. The President’s commitment to the SSA is clear. His re-
quest for $8.5 billion for agency expenses reflects an increase of 8.2
percent from last year, among the highest increases, for all Federal
agencies; but for the SSA to implement this much-needed program
improvement, Congress must enact the President’s budget request.
Today, we will also hear from the U.S. General Accounting Office
(GAO), which will provide its perspective on the agency’s progress
in accelerating the Electronic Disability Initiative and on the im-
portance of continuing disability reviews. Last, we will hear from
Susan Prokop of the Social Security Task Force of the Consortium
of Citizens with Disabilities. She will comment on program im-
provements needed to ensure a fair and timely process so that indi-
viduals with disabilities receive the benefits that they desperately
need. Each payday our Nation’s workers send a portion of their
hard-earned wages to Social Security in return for future promised
benefits. Today we will learn how their investment will be used to
provide the responsive service they rightly expect and deserve. Ms.
Barnhart, welcome once again to the Committee. We will, of course,
as you know, have your full statement made a part of the record.
At this point, we will hear from Mr. Pomeroy.

[The opening statement of Chairman Shaw follows:]

Opening Statement of the Honorable E. Clay Shaw, Jr., Chairman, and a
Representative in Congress from the State of Florida

Good morning. Today our Subcommittee welcomes the Commissioner of Social Se-
curity, Jo Anne Barnhart, to review the agency’s Service Delivery Budget Plan. This
Plan is a welcome result of the Commissioner’s comprehensive review of the Social
Security Administration.

The five-year Service Delivery Budget Plan was submitted to the Office of Man-
agement and Budget with the agency’s fiscal year 2004 budget request. Integrated
with the 5-year Strategic Plan, the Service Delivery Budget Plan provides a frame-
work to address the challenges facing the Social Security Administration and to im-
prove public service.

In fiscal year 2004, the agency expects to: process more than 5 million claims for
benefits; issue 16 million new and replacement Social Security cards; process 265
million earnings items for workers’ earnings records; answer 54 million phone calls;
and pay monthly benefits to more than 50 million people.

To date, the 77,000 employees of the Social Security Administration and State
Disability Determination Services have worked to process these growing workloads
expeditiously and with care.u The agency’s continuing commitment to providing a
high level of service is evidenced through the Service Delivery Budget Plan.

Social Security’s disability programs pose great challenges. Backlogs have reached
the point where individuals who pursue their disability claim through all levels of
agency appeal wait for their final decision an average of 1,153 days—that’s over 3
years. We all agree this is unacceptable.



5

As summarized in the Service Delivery Budget Plan, the Commissioner plans to
improve service provided to individuals with disabilities by eliminating backlogs at
all initial and appeals levels by the end of fiscal year 2008. This will reduce the
average processing time from 1,153 days to about 700 days. A key to achieving these
goals is the accelerated electronic disability initiative, which moves the agency from
a paper folder to an electronic disability folder by as early as January 2004.

Other challenges addressed in the Service Delivery Budget Plan include improv-
ing program stewardship by eliminating billions of dollars in erroneous program
payments, strengthening the integrity of the Social Security number, and continued
implementation of the Ticket to Work program.

The President’s commitment to the Social Security Administration is clear.u His
request for $8.5 billion for agency expenses reflects an increase of 8.2 percent from
last year, among the highest increase for all Federal agencies. But for the Social
Security Administration to implement these much needed program improvements,
Congress must enact the President’s Budget request.

Today, we will also hear from the General Accounting Office, who will provide its
perspective on the agency’s progress in accelerating the electronic disability initia-
tive and on the importance of Continuing Disability Reviews.

Lastly, we will hear from Susan Prokop of the Social Security Task Force of the
Consortium of Citizens with disabilities. She will comment on program improve-
ments needed to ensure a fair and timely process so that individuals with disabil-
ities receive the benefits they so desperately need.

Each payday, our nation’s workers send a portion of their hard-earned wages to
Social Security in return for future promised benefits. Today we will learn how their
idnvestment will be used to provide the responsive service they rightly expect and

eserve.

——

Mr. POMEROY. Mr. Chairman, thank you. I make these com-
ments on behalf of myself and our Ranking Member, Mr. Matsui.
I thank you, Mr. Chairman, for the series of hearings you have con-
ducted as Chairman, helping us understand the administrative
complexities and difficulties they face in terms of making this pro-
gram work. It certainly has impressed upon me the critical need
for adequate resources of the SSA. I also want to join you in com-
mending Commissioner Barnhart for her 5-year Service Delivery
Budget Plan targeted at getting rid of the disability backlog. It is,
as you mentioned, absolutely unconscionable that we are having se-
verely disabled workers wait months to years before receiving bene-
fits. I congratulate the Commissioner because getting that 8 per-
cent funding increase through the OMB in the fiscal year 2004
budget was an extraordinary accomplishment. We have seen a lot
of disappointed agency heads that have come out the OMB process
short of what they thought they needed, and whether or not you
got exactly what you were shooting for, this is a substantial budget
commitment by the Administration. Unfortunately, often Congress
is trying to add back to avoid disruption of services. This is a case
where Congress is dropping the ball, cutting $168 million from the
Commissioner’s request in the appropriations mark. These funds
are desperately needed if we are going to continue to reduce the
waiting time for disability applicants and keep ahead of the grow-
ing workloads. As I have learned through the Chairman’s hearings,
I am concerned about where we are going in terms of the impend-
ing retirement of the baby-boomers.

In addition, with adequate funding, the whole workforce ade-
quacy in terms of do we have enough people to get the job done
has been a real question that has been made clear through the se-
ries of hearings. You put forward 1,300 new positions in your budg-
et. I believe it is absolutely essential, we are blowing up some big
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bureaucracy, we are trying to bring this back to what we need in
order to do the task the agency has been assigned. We have a
choice. We can increase staff, increase capacity to handle the work-
load; or we have people that qualify for benefits who need the bene-
fits, deserve the benefits, not getting the benefits because they are
lost in the adjudication backlog. I appreciate also that you have
looked at your business processes and are always trying to eke out
that greater level of efficiency. I am pleased to see that is a compo-
nent of your budget plan. We have got to work in partnership, Con-
gress, and you as Commissioner, everyone in the administration of
the Social Security program, including the disability component of
the program, and so we will certainly work to try to get that addi-
tional funding as this bill continues to go through the appropria-
tions process. I look forward to your testimony and the testimony
of the next panel. Thank you again, Mr. Chairman, for convening
this hearing.
Chairman SHAW. Thank you. Ms. Barnhart.

STATEMENT OF THE HONORABLE JO ANNE B. BARNHART,
COMMISSIONER, SOCIAL SECURITY ADMINISTRATION

Ms. BARNHART. Thank you, Mr. Chairman, and Members of
the Subcommittee. Thank you very much for inviting me today to
have this opportunity to discuss the SSA’s initiatives to improve
our service delivery, as well as the challenges that continue to face
our programs. When I appeared before this Committee as the new
Commissioner of the SSA, I outlined my priorities for the agency,
what we call the four S’s inside the agency: stewardship, solvency,
staff, and service. As you have discussed, SSA’s Service Delivery
Budget Plan establishes ambitious, but I believe attainable, goals
to faithfully serve the American people. As you know, the plan was
developed 1n large part based upon the analysis that we did during
our comprehensive review of the disability determination process.
As you have both said, with adequate resources, as provided for in
the President’s fiscal year 2004 budget, SSA can accomplish the
service delivery plan which is keeping up with growing core work-
loads, eliminating backlogs, processing special workloads, making
service and stewardship investments to build a technology infra-
structure for the 21st century, and maintaining program integrity
through dedicated funding for that purpose. I would like to take
this opportunity to thank you, Mr. Chairman, Mr. Matsui in his ab-
sence, and the other Members of the Subcommittee for your help,
advice, and support during the past year. I thank you, not only on
behalf of myself, but all of the men and women of the SSA who are
striving daily to provide the kind of service that every claimant,
every beneficiary, every member of the American public expects
and deserves.

After 20 months on this job, I want Members to know that I con-
tinue to be impressed by the dedication of the employees of the
SSA. Mr. Chairman, I would like to go on record at this point to
say, when I discuss SSA employees, I consider this a collective
term, and it includes not only our Federal Social Security employ-
ees, but also the State disability determination service workers
who work providing service, making disability determinations, and
conducting Continuing Disability Reviews (CDRs) throughout this



7

country. Our Disability Determination Services (DDSs) are an inte-
gral part of the SSA team, and I want to make sure that their ef-
forts are recognized, too, as we move ahead. Because of the hard
work of our employees, last year we received a 5-percent increase
in productivity. It was actually 5.2 percent. For anyone who has
ever tried to increase productivity in a large organization, they
would tell you that is a pretty remarkable productivity increase in
1 year. From the removal of the Social Security Income (SSI) pro-
gram from GAO’s high-risk list to scoring a green on the Presi-
dent’s management agenda, to lowering the average time that it
takes to get a decision on an appeal of a hearing decision by 157
days as of May 2003, the people of SSA are working hard to meet
their responsibilities as good public stewards. The average proc-
essing time for an initial disability decision is down, initial claims
pending are fewer, despite an increase in receipts that we experi-
enced in fiscal year 2002 and continue to experience this year, and
I am pleased to say that we are completely caught up with tran-
scription and copying of cases, which enables us to transmit case
materials to the Federal courts in a timely manner. The agency has
received numerous awards recognizing our leadership in computer
security, financial management, and ethics programs.

I believe our progress over this past year is significant. Yet I re-
alize, and all of the employees of SSA realize, we still have a lot
of work to do to get where we would like to be. The third and final
phase of the Ticket to Work Program will roll out this fall, and at
this point we have not achieved the hopes that we hoped for, but
we remain optimistic about the program’s potential. I know the
Chairman has particular concerns related to employment networks.
I assure you I have the same concerns, and I and the staff are
working to address those concerns regarding employment net-
works, and make the process more user-friendly. We have taken
steps to strengthen the integrity of our enumeration process, and
we are on schedule to begin rolling out our electronic disability sys-
tem. We are also continuing our service delivery assessment. Cur-
rently our service delivery team is examining operational work-
loads that are other than disability claims. Last year, I spoke about
disability claims, this year the assessment is continuing into other
operational workloads, and that is no small task as the charts to
my left show. You have paper handouts of this, Mr. Chairman. For
the audience, I wanted them to see what we are talking about.

[The information follows:]
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Decisions on Appeals of Hearings Average Processing
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Performance Indicators and FYTD Performance

Performance Indicator

Through May

FY 2003
Initial disability claims processed 1,677,146
Hearings processed 364,174
RSI claims processed 2,212,397
800 number calls handled 35,800,000
SSI non-disability redeterminations 1,637,192
Periodic CDRs processed 954,084
Annual earnings items processed 219,158,793
SSN requests processed 11,553,535
Initial disability claims average processing time (in days) 99.2
Hearings average processing time (in days) 341
Decisions on appeals of hearings average processing time (in days) 319
Initial disability claims pending 574,073
Hearings pending 572,928
Performance Indicator Comparison 2001-2003
Performance Indicator FY 2001 FY 2002 F‘éggi) 3

Initial disability claims processed 2,166,623 2,376,572 2,498,000
Hearings processed 465,228 532,106 602,000
RSI claims processed 3,092,743 3,265,473 3,229,000
800 number calls handled 59,300,000 | 51,800,000 | 55,000,000
SSI non-disability redeterminations 2,315,856 2,311,499 2,455,000
Periodic CDRs processed 1,762,517 1,586,091 1,129,000
Annual earnings items processed 274,427,394 | 266,777,009 | 260,000,000
SSN requests processed 18,179,115 | 17,679,490 | 16,000,000
Initial disability claims average processing time (in

days) 106.1 104.0 104
Hearings average processing time (in days) 308 336 352
Decisions on appeals of hearings average proc-

essing time (in days) 447 412 300
Initial disability claims pending 578,524 592,692 593,000
Hearings pending 435,904 500,757 587,000
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Performance Indicator Comparison 2001-2003

Performance Indicator FY 2001 FY 2002 F‘égg{) 3 Thﬁ(;\;gh
FY 2003
Initial disability claims processed 2,166,623 2,376,572 2,498,000 1,677,146
Hearings processed 465,228 532,106 602,000 364,174
RSI claims processed 3,092,743 3,265,473 3,229,000 2,212,397
800 number calls handled 59,300,000 | 51,800,000 | 55,000,000 | 35,800,000
SSI non-disability redeterminations 2,315,856 2,311,499 2,455,000 1,637,192
Periodic CDRs processed 1,762,517 1,586,091 1,129,000 954,084
Annual earnings items processed 274,427,394 | 266,777,009 | 260,000,000 | 219,158,793
SSN requests processed 18,179,115 17,679,490 16,000,000 11,553,535
Initial disability claims average
processing time (in days) 106.1 104.0 104 99.2
Hearings average processing time (in
days) 308 336 352 341
Decisions on appeals of hearings av-
erage processing time (in days) 447 412 300 319
Initial disability claims pending 578,524 592,692 593,000 574,073
Hearings pending 435,904 500,757 587,000 572,928

——

These charts list 282 operational actions, separate actions, that
are currently being analyzed. The differences between our previous
assessment of the disability process, which was a step-by-step anal-
ysis of a linear process, and looking at the nondisability claim
workload is enormous. Operational workloads, as you can see, are
not linear. They are individual, isolated, diverse processes that are
done, hundreds, thousands, and in many cases, millions of times a
year. The list of actions that you see there today consist primarily
of what we call post-entitlements actions, actions that need to be
taken after someone is determined for a benefit of one kind or an-
other at Social Security. They are not all post-entitlement actions.
The workload on the chart comprises 45 percent of the work in the
field offices and almost 100 percent of the work done in our proc-
essing centers. As you can imagine, with a list of 282 items, there
is a tremendous range and complexity of these workloads. It can
be something as simple as an address change, or something more
difficult and complex like redeveloping a SSI recipient’s income and
resources. Our employees deal with this diverse workload, chang-
ing gears, moving from one thing to another, handling multiple,
multiple demands, every single day.

I believe the assessment of these actions—just as our analysis of
the disability process has helped us do a better job of targeting im-
provements in disability, the assessment of these actions can allow
us a way to figure out how to better manage these workloads. In
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some cases, it may make sense to combine certain kinds of work-
loads with certain employees. I do not know. We have not reached
those conclusions yet, but that is the kind of thing that we are
looking at in the next phase of our service delivery assessment. In
an agency that touches over 95 percent of the people in this coun-
try at some point in their lives, we know what we do on a daily
basis is important and we know how we do it is important. We
know that the folders at our desks represent real people and the
work we do has a direct effect on their lives, and for that reason
I join the men and women of Social Security in pledging to you that
we will continue to work to meet our goals and do our very best
to the meet the challenges of the agency. Again, I appreciate your
holding this hearing. I would like to thank you again for your sup-
port and the support of the entire Subcommittee, and I look for-
ward to continuing what I consider to be our excellent working re-
lationship. I would be happy to answer any questions you or other
Members might have.
[The prepared statement of Ms. Barnhart follows:]

Statement of the Honorable Jo Anne B. Barnhart, Commissioner, Social
Security Administration

Mr. Chairman and Members of the Subcommittee:

Thank you for inviting me today to discuss the Social Security Administration’s
(SSA) initiatives to improve service delivery in the Social Security and Supple-
mental Security Income (SSI) programs. Although it hardly seems possible, it has
been more than a year since I appeared before you as a new Commissioner, and
I appreciate the opportunity to share with you some of our accomplishments in im-
proving service delivery and discuss how we’re addressing the challenges that face
us.

Before I begin, however, I would like to thank you, Mr. Chairman, Mr. Matsui,
and the other members of this Subcommittee, for your help, advice, and support
during the past year. Your support has been vital in helping us to develop a plan
that will improve service and stewardship. I thank you not only on behalf of myself,
but also on behalf of the men and women of SSA, who strive daily to provide the
kind of service that every claimant, beneficiary, and member of the public expects
and deserves.

Commitment to Service

SSA faces great challenges in providing that service, and as I told you last year,
those challenges are my priorities for action. I remain committed to meeting the ob-
jectives of:

¢ Giving the American people the service they deserve;
« Improving program integrity through sound financial stewardship;
¢ Ensuring the program’s financial solvency for future generations; and
e Maintaining the quality staff SSA needs to provide the service and stewardship.
The people of America, who fund the Social Security program through their pay-
roll tax contributions, and fund SSI through their income tax payments, expect and
deserve well-managed programs providing accurate payments that safeguard their
trust. With adequate planning and resources, SSA can prepare for the baby boomers
by addressing current backlogs, building a technology infrastructure for the 21st
century, and continuing to develop what I believe to be the best workforce in govern-
ment.
Last year, I appeared before you to discuss the many challenges facing the agen-
cy. And I have to tell you today that we still face many challenges. But, before I
discuss the challenges, I'd like to talk about some of our accomplishments:

o In FY 02, it took an average of 412 days to get a decision on a hearing appeal.
In May, that time had dropped to 255 days.

o The average processing time for an initial decision dropped from 106.1 days in
2001 to 99.2 days this year.
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o At the end of FY 2002, there were 593,000 initial claims pending. Now there
are 18,000 fewer despite an increase in receipts. We had expected that level to
rise to 695,000.

Let me give you another example of the concrete results we've seen. We must spe-
cially prepare cases that are filed in the Federal District Courts. Because of proc-
essing delays, some of our attorneys were being held in contempt of court. More im-
portantly, claimants couldn’t proceed with their appeals. Our preparation time for
these cases has decreased from 120 days in January 2003 to 29 days for June.

A major part of the problem was the large backlog in hearings case files waiting
for transcription. As of April 14 this year, we were totally caught up with tran-
scription and copying of cases, and have processes in place to ensure that we do not
allow new backlogs to accumulate. I recently received a letter from Guy A. Lewis,
Director of the Executive Office for U.S. Attorneys in the U.S. Department of Jus-
tice, recognizing our improvements in this area. Mr. Lewis applauded our efforts to
improve our litigation support and timely transmission of case materials, which has
resulted in a marked decrease in the number of extensions sought in Social Security
cases.

Service Delivery Plan

I am proud of our accomplishments. But, we still have a long way to go.

The service delivery plan SSA developed last year was in large part based on a
comprehensive analysis of every step in the disability determination process, an
analysis that had never been done before. The plan outlined very specific, ambitious
goals over a five-year period:

o Keeping up with growing core workloads;

o Processing special workloads;

- Working down backlogs;

o Maintaining program integrity through dedicated funding; and

o Preparing for the future through service and stewardship investments.

We’re making a start this year, and the increase in the President’s budget request
for FY 2004 puts us firmly on the path to meet these goals.

I am continuing with our service delivery assessment. The current phase entails
thoroughly examining operational workloads other than disability claims. The dif-
ference between disability claims and our operational workloads is significant. The
disability workload analysis yielded a 25-foot chart mapping out the process.
Lengthy as it is, the disability determination process is linear. But the operational
workloads are many diverse processes. There are 282 other operational actions, and
each of these is done hundreds, thousands and even tens of millions of times each
year.

The list of the activities consists primarily of post-entitlement actions that com-
prise virtually the entire workload in SSA’s Processing Centers and at least 45%
of the work in field offices. This workload is comparable to the initial claims work-
load in terms of time spent on task. And there is a tremendous range in the com-
plexity of these workloads. Our dedicated employees have to deal with this range
and variety every day—doing a simple change of address in minutes and then per-
haps spending hours completely redeveloping a Supplemental Security Income (SSI)
recipient’s income and resources. We are conducting our service delivery assessment
to develop and implement changes to best manage this complex and varied work-
load. These changes will include both small and incremental improvements as well
as changes that are broader in scope. Collectively, they will help us eliminate back-
logs and improve timeliness and efficiency.

I'd like to turn now to a discussion of some of the areas where we continue to
face challenges.

Improve Disability Process

As T said when I appeared before you last year, there is no single change that
will reduce the time it takes to process disability claims to an acceptable level. More
efficient processing will require many improvements to achieve the level of service
that the public expects and deserves.

We've already taken a number of short-term actions to reduce the delays in the
hearings process. These include:

Including ALJs in early screening for on-the-record decisions;

Creating a law clerk (Attorney Intern) position;

Deploying speech recognition technology to hearing offices;

Ending the practice of rotating hearing office technicians among different posi-
tions;
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« Contracting out copying and assembly of case files;

» Using scanning technology to track and retrieve folders;

¢ And as I mentioned earlier eliminating the tape transcription backlog;
¢ And eliminating delays in presenting cases to the U.S. District Courts.

We are in the process of implementing two other initiatives:

» Allowing ALJs to issue decisions from the bench immediately after a hearing;
and
* Expanding video teleconference hearings.

And we are preparing to implement an initiative to digitally record hearings.

I'd like to give a couple of examples of the effects of some of these changes. In
June 2003, the processing time for cases where a hearing decision was drafted using
speech recognition software was 25 days less than the processing time for other case
dispositions in that month. And using scanning technology in the Office of Appellate
Operations’ MegaSite to control incoming folders reduced the processing time for
coding and filing a tub of cases from 4% hours to 30 to 45 minutes.

Reducing Backlogs

It is clear that to significantly improve disability processing times we must reduce
backlogs so that a manageable and appropriate number of cases are in the pipeline
at each stage of appeal. The delays in the process fall into two basic categories—
those that occur because there is no one available to move the case to the next step,
and those that occur because of delays built into the system. The funding included
in the President’s budget for FY 2004 would put us on a path to eliminate the back-
logs through additional staff resources as well as the means to streamline the proc-
ess through technological improvements.

As you know, Mr. Chairman, SSA has also been hampered in our efforts to speed
up the appeals process by our inability to hire new administrative law judges
(ALJs). I want to thank you and the other members of this subcommittee for your
efforts in this area. Had it not been for your efforts to allow us to hire an additional
126 ALJs in September 2001, our hearing backlogs would be far worse than they
are now. It is our hope that our ability to hire ALJs will be restored soon.

Accelerating the Electronic Disability Initiative (AeDib)

One major barrier to improving efficiency in the disability determination process
is SSA’s continuing reliance on paper folders—folders that must be located, orga-
nized and mailed at every step of the process. We are well into implementation of
the accelerated electronic disability process, or AeDib. AeDib is a major initiative
to move all SSA components involved in disability claims adjudication or review to
an electronic business process through the use of an electronic disability folder. This
will help eliminate lost folders and repetitive data entry, because the electronic in-
formation can be viewed and used by other case processing systems in the medical
determination and appeals process.

We will begin rolling out the new electronic process nationally in January. Next
week, we will begin a pilot project in the Raleigh, N.C. DDS. Pilots also are sched-
uled to begin in Illinois in August and California in October. We have already been
conducting training at all three sites. We also are working with the medical commu-
nity to obtain universal acceptance of an electronic version of our authorization to
release medical records. This support is crucial if we are to obtain full advantage
gf both the automated request for data and the electronic receipt of medical evi-

ence.

Improvements to the Disability Determination Process

When I appeared before you last year, I told you that we would be developing
longer term proposals for improving the disability determination process. These
would require regulatory or administrative action. I know that the members of this
Subcommittee are awaiting these proposals, and I hope to be able to present them
to you very soon.

Return to Work

The Ticket to Work program to help disability recipients return to work has been
implemented in two-thirds of the states, and we will begin the third and final phase
this fall. We are optimistic about the program’s potential. But, I must tell you that
we have not yet achieved the results we had hoped for. This is not unexpected—
any new program of this magnitude is evolutionary and is likely to encounter dif-
ficulties in the early stages. We are looking at ways to address some of these dif-
ficulties.
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For example, we have received feedback from employment networks (ENs) de-
scribing their difficulties in obtaining evidence of work and earnings after a bene-
ficiary is no longer receiving Federal disability cash benefits. Based on that feed-
back, we have developed a new process for paying employment networks (ENs) that
significantly relieves ENs from the burdens associated with collecting pay stubs.

We also are working with other Federal agencies to promote these programs that
support the employment of people with disabilities.

We have a long way to go. Based on our experience, we will be making adjust-
ments and modifications as necessary.

Mr. Chairman, the Ticket to Work program would not exist were it not for the
support of you and the other Subcommittee members. I want to assure you that I
remain committed to making the program work effectively.

The Men and Women of SSA

I started my testimony by telling you some of the things we’ve achieved in the
past year. We have an excellent workforce, and we could not have done as much
as we have if the men and women of SSA were not so dedicated to public service.
Since I became Commissioner, I've visited 49 of our local field offices, teleservice
centers, hearings offices and program service centers, and am halfway through a
second set of annual visits to each of our 10 regional offices.

During each visit, I make it a point to meet with employees to get their perspec-
tive and ideas, communicate my vision for the agency, and make clear my expecta-
tions. Each time I have this opportunity, I am impressed with the talent in our
workforce and moved by their commitment to serving the American people.

Most recently, I've had a series of meetings with all of the managers in head-
quarters and as many of the managers from our field facilities as possible. As part
of our plan to handle the agency’s retirement wave, we are engaged in development
programs at all levels of management. These programs will help maintain the lead-
ership necessary to meet the challenges of the 21st century.

The dedication and commitment of SSA’s workforce including, the state DDS
agencies, enabled the agency to achieve a 5% increase in productivity in 2002, proc-
essing thousands more claims than expected. This put us in a much better position
at the beginning of this current fiscal year, and has helped compensate for funding
below the President’s FY 03 budget request.

Even though we have not had the resources to fund the Special Disability Work-
load this year, we’ve made a good start in addressing the workload. But as the
President’s FY04 budget provides for having additional resources to devote to the
task, this will allow us to complete processing these cases much faster than it would
otherwise take.

I have taken steps to shift resources from headquarters to the front lines, trans-
ferring nearly 300 staff positions to direct service positions and I will continue to
redirect additional staff to front line positions. We also will continue to look for ways
to use our resources more effectively.

But, I must tell you that there are very real consequences when we have reduced
resource levels. For example, while we have kept our commitment to keep up with
initial disability claims this year, to do that, we had to cut back on the number of
continuing disability reviews—CDRs—which we will conduct this year. Are CDRs
important? Yes, they are, but I had to make a choice. And, with the resources in
the President’s 2004 budget request, we can get CDRs back on track next year.

T've referred several times to the President’s 2004 budget request. I think it’s im-
portant to note that the size of the increase in administrative funding included in
the budget reflects not only the President’s commitment to ensuring that SSA is
able to provide quality service to the American people, but also his confidence in
the agency’s ability to meet its service goals. We earned that confidence through the
hard work and dedication of the men and women of Social Security.

Backed by our quality workforce and sufficient resources, we will be able to pro-
vide the level of service the American people deserve. The President’s FY 2004
budget request would give us 2,275 more work years which would fund—1,000 more
employees in the field, 300 more in DDS offices, and significantly more overtime for
both the field and the DDS’s.

Before I close, I'd like to take just a moment to tell you about some of our other
successes during the past year.

Strengthening the Enumeration Process

The terrorist attacks of September 11, 2001 reinforced the need for a concerted
long-term effort to address Social Security Number (SSN) misuse and identity theft.
We have taken many steps to strengthen our capability to prevent those with crimi-
nal intent from getting SSN cards.
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We have greatly reduced the number of non-work SSNs provided to non-citizens
who are not authorized to work but who need SSNs to receive drivers’ licenses. We
are working on a regulation to end issuance of non-work numbers for that purpose.

Beginning June 1, 2002, SSA began verifying birth records with the issuing agen-
cy for all U.S. born SSN applicants age one or older. (Under former rules, we
verified birth records for all applicants age 18 and older.)

We are expanding our pilot online SSN verification system for employers from the
original 9 employers to 100 employers. This system holds great promise, but, as you
would expect, we are proceeding carefully to ensure that the system is secure as
well as user friendly.

SSA now only assigns SSNs to non-citizens if their documents have been verified
with the Bureau of Citizenship and Immigration Services (BCIS). Under a new Enu-
meration at Entry (EaE), SSA assigns SSNs and issues SSN cards based on data
collected by the Department of State (DoS) as part of the process of entry into the
U.S. for non-citizens admitted as “immigrants.” (Non-citizens admitted as immi-
grants are authorized to work in the U.S.) All consular sites now have the software
for this process.

We also opened a Social Security Card Center in Brooklyn NY in October, 2002.
The Center represents a joint effort of SSA, SSA’s Office of the Inspector General
and BCIS to strengthen SSN application procedures. As of June 2003, the Center
has successfully served over 80,000 visitors.

e-Government

SSA has made great strides in the area of e-Government. The number of wage
reports filed electronically instead of through paper W-2 forms has increased from
68.5 million to 125 million over a period of 2 years. I've already described our
progress in moving to an electronic disability determination process.

Expanding e-Government is one of the five areas included in the President’s Man-
agement Agenda. SSA is the lead agency for the federal government’s “e-Vital”
project. This new e-Government project will reduce the cost and time it takes to
verify birth and death information. At the E-Gov 2003 Conference and Exposition
last month, SSA received the Pioneer Award in